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The in fo rm a tio n  conta ined in th is report has been prepared fro m  sources considered re liable, bu t its accuracy is no t guaranteed by us 
and is N OT necessarily a com plete  sum m ary o f all available m aterials on the subject. O pin ions expressed herein do no t necessarily re flect 
In s titu te  p o licy . R eproduction o f these materials w ith o u t p r io r approval o f the A IC P A  is p ro h ib ite d .
FEDERAL ELECTION COMMISSION
Independent spending by PACs and individuals increased approximately 69% for the 1983- 
84 e lectio n  cyc le  over s im ila r spending during the la s t  P resid en tia l e lectio n  
cycle in 1979-80, even though the total number of sources reporting declined from 
218 in 1979-80 to 203 in 1983-84, according to a recent FEC report. An 
"independent expenditure" is  money spent to finance a communication which 
advocates the election or defeat of a clearly identified federal candidate. The 
expenditure must be made without cooperation or consultation with the candidate or 
the campaign. Independent expenditures are not lim ited  as are contributions 
made d ir e c t ly  to candidates’ campaigns. Most independent expenditures during 
these two e le ctio n  cyc le s  were targeted at the P resid en tia l candidates— $17.5 
million of $23.4 million in 1983-84 and $13.7 million of $16.1 million in 1979-80. 
Independent spending regarding Presidential elections has been largely in support 
of the candidates. For example, about $15.8 m illio n  was spent independently to 
help reelect President Reagan in 1983-84 and about $343,000 against his reelection. 
About $804,000 was spent on behalf of Presidential candidate Walter Mondale and 
about $445,000 against. In contrast, while the percentage of negative spending in 
Congressional races has fluctuated during the last three Congressional elections 
cycles, i t  has tended to be more negative than positive overall. In 1979-80, $1.4 
million of the $2.3 million spent independently, or 61%, was spent negatively; in 
1981-82, $4.6 million of $5.75 m illion, or 80%, was spent negatively; and in 1983- 
84, $2.6 m illio n  of $6 m illio n , or 44%, was spent n egatively. The 203 sources 
reporting independent spending in 1983-84 were comprised of 155 p o litica l commit­
tees, 24 individuals and 24 other groups. The 94 sources reporting in 1981-82 
were comprised of 70 p o litica l committees, 7 individuals and 17 other groups and 
the 218 sources reporting in 1979-80 of 105 p o litica l committees, 33 individuals 
and 80 other groups.
OFFICE OF MANAGEMENT AND BUDGET
"A fast, simple method" for competitive purchase of goods and services, applicable to
procurements under $5 million, has been proposed by the Office of Management and 
Budget in a series of leg isla tive  proposals recently submitted to the Congress. 
According to OMB, the Simplified Competitive Acquisition System (SCAT) would cut 
procurement times by two-thirds, reduce administrative costs, reduce paperwork and 
stimulate competition, including more p a rtic ip a tio n  by sm all businesses. Lead 
times would be trimmed from the current average of 262 days to 70-85, according to 
OMB and w ill reduce Federal administrative costs by about $5,000 each time "SCAT" 
is  used. OMB estimates that contractors w ill save a sim ilar amount "which should 
ultimately be passed back to the government through lower prices." The proposal 
forwarded to Congress by Acting OMB Director Joseph R. Wright — the "Simplified 
Com petitive A cquisition  Technique Act of 1985" would reduce n otice periods for 
publication of contract opportunities in the Commerce Business Daily from 15 days 
prior to issuing a so licitation  and 30 days between the issuance of a solicitation  
and the deadline for receipt of offers to 5 days and 15 days, respectively.
The other changes proposed would require disappointed bidders to f i l e  
p rotests f i r s t  with contracting o f f ic e r s ,  and would prohibit pre-award audits. 
A ll other features of SCAT w ill be developed and put into place administratively 
through the Federal A cquisition  Regulation once Congress approves the statutory 
revisions. Of the $182 b illio n  in procurement dollars spent by the government in 
f is c a l  year 1984, over $97 b ill io n  were awarded without com petition, or "sole 
source." Purchases in the $5 m illio n  and below category involved some $54.5 
b i l l io n ,  of which about $28.3 b ill io n  were non-com petitive. While such 
acquisitions are faster by about 10 weeks, they are also about 25% more costly to 
the government, Wright noted. I t  sets stringent lim its on length of documents and 
process steps. For example. Requests for Proposals w ill be limited to 25 pages, 
whereas they now often exceed 100. Offerers' proposals must not exceed 20 pages, 
versus the now-common 250. The competitive range w ill be limited to a maximum of 
three top o ffe rs . Oral discussions w i l l  be held only with top firm s, and those 
discussions must be completed in one week.
SECURITIES AND EXCHANGE COMMISSION
"Shark repellents", the measures taken by corporations to thwart hostile takeover at­
tempts, is  the subject of an SEC study which was released on 10/10/85. The 46-page 
report is the product of the SEC’s Office of the Chief Economist Dr. Gregg Jarrell 
who concludes "the market appears to be gradually weeding out adverse takeover 
amendments." The study, entitled In Shark Repellents and Stock Prices: The 
Effect of Antitakeover Amendments Since 1980, is based on a review of over 600 
antitakeover amendments that have been passed by corporations in the la s t  f iv e  
years. Some proposals were found, according to the SEC, to reduce shareholder 
wealth. "Super-m ajority provisions" (which mandate that changes in corporate 
control must be approved by a high percentage of shareholders) were found to 
reduce stock prices by an average of three percent. Proposals on staggered boards 
and "blank check preferred stock" were also found to reduce wealth by an average 
of between two and three percent. (Staggered board provisions set up two, three 
and four-year board terms, thereby making control of board seats a time-consuming 
proposition. "Blank-check preferred" re fe rs  to the authorization of issuance, 
although not the issuance, of preferred stock, to be used to ward o ff takeovers by 
either being sold to friendly investors, or by attaching provisions to issuance 
that make a takeover unattractive economically.) In answer to the question as to 
why such proposals are approved by shareholders, the study s ta te s  that these 
amendments are generally adopted by companies with a high percentage of ownership 
of shares by insiders (and a low percentage owned by institutional investors.)
Since 1982, fa ir  p rice  proposals have become the dominant form of shark 
re p e lle n t, according to the study. Their e f fe c t  on stock p rices is  n e g lig ib le . 
(These proposals state that, in the case of a takeover, a fa ir  price must be paid 
for a l l  outstanding se cu ritie s .)  The study found that these amendments are 
gen erally  proposed and passed by even companies with a high percentage of 
in s titu tio n a l ownership, and low percentages of insider holdings. For further 
information, contact Dr. Gregg Jarrell at 202/272-7102.
A proposal which would expand the number of issuers relieved from the registration and
reporting requirements of the S e cu ritie s  Exchange Act o f 1934 was recen tly
proposed by the SEC (see the 10/9/85 Fed Reg pp. 41162-4). The Commission agreed 
to s o l i c i t  comments on a proposed amendment to sec. 12(g) that would ra ise  the 
threshold that determines whether a corporation meets a small issuer exemption 
from ’34 Act reporting requirements. Currently, en tities with total assets exceed­
ing $3 million in equity securities held by 500 persons or more must register and 
conform with reporting requirements. The proposal would retain the 500 persons or 
more crite r ia , but would increase the total asset value to $5 million. According 
to the Commission, i f  adopted, the proposal would exempt approximately 700 addi­
tional companies from sec. 12(g) reporting requirements. Further, the SEC notes 
the proposal represents a continuing e f fo r t  by the Commission to a l le v ia te  the 
burdens to the smallest issuers of complying with such registration and reporting 
provisions to the greatest extent p ossib le  con sisten t with the p rotection  of 
investors. Conforming amendments to Form 15 and to certain definitions of "small 
en tity" under the Regulatory F le x ib i l i t y  Act were also  proposed. Comments are 
requested by 12/6/85. For further information contact Mary Jackley at 202/272- 
2644.
TREASURY, DEPARTMENT OF
Two proposed regulations concerning the Retirement Equity Act of 1984 w ill be the 
subject of a hearing by the IRS on 12/9/85. The f ir s t  proposed regulation (EE-3- 
85) re la te s  to the e ffe c t iv e  dates, tra n sitio n a l ru les, re s tr ic tio n s  on 
d istrib u tio n s  from employee plans and other issues and the second proposed 
regulation  (EE-35-85) to the n otice , e le c tio n , and consent ru les under the 
Retirement Equity Act of 1984 (see the 7/19/85 Fed. Reg., pp. 29371-9). Outlines 
of oral comments and requests to te s tify  must be submitted to the Commissioner of 
Internal Revenue, ATTN: CC:LR:T (EE-3-85 and EE-35-85), Washington, D.C. 20224 by 
11/25/85. For further information contact B. Faye Easley at 202/566-3935.
SPECIAL: HOUSE JUDICIARY SUBCOMMITTEE CONSIDERS POSSIBLE RICO AMENDMENTS
"The c iv i l  RICO provision's use as a weapon in various sorts of commercial disputes is,
to my mind, both improper and an acute embarrassment to a l l  concerned,'' according 
to testimony from former U.S. Representative and current U.S. Circuit Judge Abner 
J. Mikva before the House Criminal Justice Subcommittee on 10/9/85. Judge Mikva 
joined additional w itnesses to present th eir views on two b i l l s ,  H.R. 2517 and 
H.R. 2943, which would amend the c i v i l  a p p lic a b ility  standards in the Racketeer 
Influenced and Corrupt Organizations (RICO) Act. Judge Mikva testified  that as a 
Congressman, he refused to support an omnibus crime b i l l  which contained the RICO 
provisions. He went on to say that "the c iv i l  RICO provisions as i t  was written 
and as i t  is  being used goes way beyond anything that Congress had in mind." 
Judge Mikva expressed support for H.R. 2943, the RICO amendment introduced by Rep. 
Frederick Boucher (D-VA): "First, H.R. 2943 amends only the c iv i l  RICO provision. 
Second, i t  provides that the provision could s t i l l  be used by private p la in tiffs  
where the defendant had either been convicted of previous racketeering a ctiv ity  or 
was charged with a v io la tio n  of the s p e c ific  racketeering section  of the Act 
i t s e lf  (section 1962). The b i l l  also has a provision that makes i t  clear that the 
government is  s t i l l  free to pursue a l l  of its  c iv i l  remedies and that the criminal 
RICO provisions remain intact." In an exchange between Rep. Howard Berman (D-CA) 
and Rep. Boucher concerning the re tr o a c tiv ity  aspects of the Boucher b i l l ,  Rep. 
Boucher stated  that i t  was the intent of H.R. 2943 to re tro a c tiv e ly  apply to a l l  
applicable RICO cases now pending and to also encompass any circumstances or 
"existin g  incidents" which could la te r  give r is e  to such cases. Rep. Boucher 
continued by sta tin g  that adequate Federal and s ta te  remedies e x is t , even i f  
p la in tiffs  are denied remedies as a result of RICO c iv i l  reforms. Rep. Ron Wyden 
(D-OR) te stifie d  next and urged the Subcommittee to "put in penalties for frivo­
lous suits, rather than take away the value of the current law."
Witnesses representing the National Association of Attorneys General urged 
the Subcommittee not to amend RICO as proposed in H.R. 2943, but "that remedies 
should be tailored to the types of abuses." They also suggested a possible change 
in RICO’s definition of a "pattern of racketeering activity ." Current law defines 
"pattern" as any two v io la tio n s  in a ten-year period. Other w itnesses included 
representatives from the National Association of Manufacturers and the U.S. Cham­
ber of Commerce. All expressed varying degrees of support for leg islative  efforts 
to amend RICO's c iv i l  provisions. Additional hearings are currently contemplated.
For additional information contact Gina Rosasco, Shirley Hodgson or Nick Nichols 
at 202/872-8190.
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